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POLAND: KEY ECONOMIC INDICATORS 
(in millions of dollars, except where noted) 


1977 1978 1979 1980 1981 


Foreign Trade 


Foreign Trade Balance -2,349 -1,866 


Exports (Total) 12,289 13,471 
Imports (Total) 14, 638 15, 337 


With Non-Communist 
Countries -2,169 -1,780 65 


Exports 5,428 
Imports 5, 363 


With the United 
States : : -396.6 


Exports to United 
States as a S206 
Imports from 
United States . hele . : 1Z923 
(of. which 
manufactured goods) . 84.0 
(approx. 


OTHER ECONOMIC INDICATORS 


is Total 


National Income 2.8% ; * 46.45 

billion 

Steel Production 7.9% . LS. cS. 7 

million 

Car Production - 6% 5 ; 240,338 
Electric Power 

Production . 7% F ‘. - 125.0 


billion KWH 
Cement Production - 6% ‘ j : ia 2 


million tons 
Coal Production s . . 5 163.0 


million tons 
Savings Deposits = = ; , 678.0 


billion zlotys 
Investments : : 4 : 398.0 


billion zlotys 
Retail Sales - 6% : ‘ ‘ 1, oa 


billion zlotys 





Sources: (1) Statistical Bulletin, Main Statistical Office (GUS), February 1982; 
(2) Statistical Annual (Brief) 1982, GUS. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Polish national income declined 13 percent in 1981 and 
industrial production dropped 19 percent. The reasons for such 
poor performance are well known: the collapse of Poland's 
investment strategy, over-indebtedness that led to a drying up 
of credit, the consequent decline in imports, the shortening of 
the work week in mining and industry, and reliance on 
centralized management of industry. 


Early in 1981, the Polish Government began to move towards an 
economic reform based on decentralization of decision-making to 
the enterprise level. The first concrete steps were taken in 
September when the Sejm, Poland's Parliament, passed two 
economic reform laws regulating worker self-management and 
state enterprise operation. However, later in the year, the 
Government announced that special “operational programs" would 
maintain central control in nine key sectors of the economy in 
order that scarce production materials be directed to priority 
uses. 


Shortly thereafter, martial law was imposed. The martial law 
authorities reaffirmed the Polish Government's commitment to 
economic reform. However, the Government immediately suspended 
worker self-management, militarized the most important 
industries, and expanded the number of operational programs 
from 9 to 14, thus maintaining tight central control over a 
large percentage of industrial output. Since that time, 
producer and retail price reform have been implemented, 
including a devaluation of the zloty to 80 zlotys: 1.00 U.S. 
dollar. The Sejm early this year passed nine additional 
economic reform laws completing the legislative package. 
However, centralized direction of the use of scarce materials 
under the operational program continues to prevail, despite 
these decentralizing laws, and Polish officials publicly 
acknowledge that the reform can be implemented only gradually, 
when the material supply situation improves. 


While these steps were being taken in the policy area, 
industrial production improved modestly in the fall of 1981 
after a rather sharp drop in the summer months. The 
improvement was halted abruptly in December, the month martial 
law was declared, and industrial production declined 
precipitously to its lowest level in six years in that month. 
Industrial output continues at a low level although improved 
production in the extractive sector, due primarily to mandatory 
work on Saturdays, has buoyed overall production levels 
somewhat. Current production in manufacturing and processing 
is severely hampered by shortages of imported inputs caused by 
an almost total drying up of credit. 
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WAGES, INCOMES, SHORTAGES: The average monthly wage increased 
by 24.6 percent in 1981 while output per manhour declined by 
12.2 percent due mainly to shortages of materials and 
equipment. The cost of living increased by 25 percent. The 
value of domestically produced and imported goods delivered to 
the market in 1981 in constant prices dropped 11 percent 
compared to 1980. Personal savings increased 37 percent 
between December 31, 1980, and December 31, 1981. On January 
1, 1982, the Government introduced producer price reform 
followed on February 1 by the introduction of retail food price 
reform. The latter step was accompanied by workers' 
compensation to partially offset the radical price increases, 
some of which reached 400 percent. These measures were taken 
in an attempt to rationalize the domestic market and to reduce, 
and then eliminate, the increasing gap between personal income 
and expenditures. The most immediate effect of the price rises 
was to disperse long lines of buyers and to put an end to the 
hoarding of goods previously purchased at artificially low 
prices. However, with the production of industrial goods in 
continued decline and the subsequent effect on sales of 
consumer goods, incomes continue to exceed expenditures. 
Goverment officials and Polish economists acknowledge that 
attempts to rationalize the domestic market are doomed to 
failure unless industrial production increases. But industrial 
recovery is being hampered by a reduction in imports from the 
West of more than 40 percent during the first half of 1982 
caused by the unavailability of credit. The only positive 
performance thus far in 1982 has been the improvement in the 
extraction of hard coal, up 16 percent over last year. 
Agricultural production in 1982 is expected to at least equal 
1981 with the exception of meat and oil seeds. 


DECLINE IN EXPORTS: Poland's foreign trade turnover in 1981 
amounted to $8.4 billion, a decrease of 12 percent from 1980. 
Exports dropped by 13 percent to $13.2 billion. Fewer 
manufactured goods were available for export as industrial 
production fell and, at the same time, food shortages in Poland 
forced limitations on agricultural exports. Imports also 
declined, by 12 percent to $15.2 billion, in view of reduced 
hard-currency export earnings and the virtual disappearance of 
hank credits. The overall trade deficit for 1981 was more than 
$2 billion, an increase of 7 percent. Exports to the CMEA 
countries declined 10 percent to $7.8 billion, while imports 
from this group increased by 2 percent to $9.9 billion, 

most of this increase accounted for by imports from the 

Soviet Union. The trade deficit with the East reached 

$2.1 billion, more than twice the 1980 deficit, of which over 
$2 billion came from the Polish-Soviet trade account. 
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Poland's trade turnover with non-communist countries declined 
by 26 percent from 1980 to 1981. With the industrialized West, 
Polish trade decreased sharply as hard currency debt and 
service payments forced curtailment of Polish imports from the 
West, which dropped about 30 percent, while exports to the West 
fell by some 20 percent. Total Polish trade with the 
developing countries, on the other hand, moved from deficit 
into surplus in 1981. 


U.S.-Polish trade decreased by about 13 percent in 1981, as 

compared to 1980. Continued heavy U.S. agricultural exports 
and smaller Polish exports to the United States combined to 

increase Poland's trade deficit with the United States by 17 
percent, to more than $396 million. 


COMMODITY COMPOSITION OF TRADE: Coal exports, traditionally 
Poland's principal hard-currency earner, fell by more than 50 
percent in 1981, the second consecutive year of decline, to 
15.2 million tons, down from 31 million tons in 1980. Imports 
of crude oil into Poland decreased 17.2 percent, from 16.3 
million tons in 1980 to 13.5 million tons in 1981. Oil imports 
from the Soviet Union held steady but oil imports from other 
foreign sources virtually ceased. 


Trade volume increased only in the foodstuff category. A good 
harvest in 1981 alleviated some need for food imports, and the 
7.2 million tons of grain and grain products imported in 1981 
was 11 percent below the 1980 figure. Imports of other food 
items, however, went up by 32 percent. Poland imported four 
times as much meat, six times as much lard, four times as much 
butter and twice as much potato flour as it did in 1980. 


DETERIORATING BALANCE OF PAYMENTS: Further deterioration of 
Poland's trade balance in 1981 coupled with the cost of debt 
servicing even under the 1981 debt rescheduling agreements with 
Western governments and banks caused a further growth in 
Poland's foreign debt. Total debt, which stood at $23 billion 
at the end of 1980, according to Polish figures, reached about 
$27 billion at the of 1981. The expected hard-currency trade 
surplus for 1982, resulting from the draconian curtailment of 
imports from the West, will have a positive impact on the 
balance of payments, but on the negative side of the ledger are 
the large debt payments due Western governments and banks in 
the continued absence of 1982 debt rescheduling agreements. 
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IMPLICATIONS FOR THE UNITED STATES 


Poland's extremely difficult economic situation, coupled with 
the lack of new credits due to Western government sanctions and 
Poland's poor credit rating, results in very limited 
opportunities for doing business with Poland. Poland is 
however, importing certain highest priority items from the West 
on a cash basis, and firms involved in these lines should not 
ignore the Polish market. Chemical products, especially 
fertilizers and agricultural chemicals, appear close to the top 
of the list. Medical equipment, agricultural equipment and 
food processing equipment also have relatively high priority. 
Food and fodder imports, which formerly enjoyed high priority, 
are being greatly reduced in accordance with the policy, 
dictated by the foreign exchange shortage, of moving eventually 
to balance imports and exports of agricultural products. New 
industrial investments remain severely curtailed, and it will 
be several years at least before there is any significant 
increase in investment, except in industries which support 
agriculture. By mid-1982, the Polish parliament appeared on 
the verge of considering a new joint venture law, aimed at 
attracting foreign participation in Polish industry, and the 
Polish side appeared most interested in such participation in 
local agri-business industries. 


Thus, the immediate prospects for U.S. business are not good. 
Nevertheless, Poland remains a potentially rich country, with 
an educated populace, good natural resources, and a large 
arable surface. If there were to be a true reconciliation of 
the various elements of Polish society, a resumption of Western 
credits for needed production materials, and serious 
implementation of economic reform, the country could start to 
make progress toward a more productive economy. In the 
meantime, there remain some limited possibilities for export to 
Poland, especially in the priority product lines noted above, 
and firms with well-established business contacts with Poland 
will undoubtedly wish to maintain these ties. 











